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National Defense Contracts 


By Donatp M. RUSSELL 


During the period from the close 
of the War of 1917-18 until 1939, 
the Government instituted several im- 
portant changes in its procurement 
methods and plans, particularly in 
reference to procurement for the mil- 
itary services, based upon the experi- 
ence and lessons of that war-time pe- 
riod. The Army Industrial College 
was instituted for the study of the 
country’s production system in rela- 
tion to war-time requirements; the 
Interdepartmental Board of Con- 
tracts and Adjustments standardized 
purchasing methods by securing the 
use by all departments of standard 
contract forms; the War Depart- 
ment placed educational orders with 
’ business so that concerns would de- 
velop experience in the manufacture 
of munitions of war; and the War 
Department developed the Industrial 
Mobilization Plan predicated upon 
the power of Government to com- 
mandeer industry. 

Peace-time procurement procedure 
is based upon fixed-price contracts 
awarded on the basis of competitive 
bids received after advertising. The 


contract forms in general use for this 
type of procurement are: 


Standard Contract for Construc- 
tion, Form No. 23, 

Standard Contract 
Form No. 32, 

Standard Short Form Contract for 
Supply, 

Standard Contract for Coal. 


for Supply, 


The terms “construction contract” 
and “supply contract” occur fre- 
quently in connection with Govern- 
ment procurement, the distinction be- 
ing that a construction contract is 
issued for public works (arsenals, 
barracks, air-ports, dry-docks, de- 
fense plant facilities, etc.), whereas 
supply contracts are issued for all 
other purchases of supplies and serv- 
ices. The standard Government con- 
tracts include clauses not always 
found in private contracts, pertaining 
to bidding, inspection, rejection, per- 
formance bonds, liquidating damage 
clauses, requirements as to use of 
domestic materials and labor, compli- 
ance with special labor laws, and other 
matters. 
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ConTRACT ForMS UNDER War-TIME 
CONDITIONS 


Contract forms similar to the four 
contracts described above, but adapt- 
ed to war-time conditions and de- 
veloped as part of the Industrial 
Mobilization Plan (they are not in 
use today), constitute mandatory 
requisitions upon the manufacturers. 
These would state fixed prices to be 
determined in advance by the War 
Department. It is provided that the 
manufacturer would either indicate 
his acceptance of the price, or indi- 
cate his dissatisfaction in which case 
he would receive a portion of the 
stated price as an advance and sue 
for “fair and just compensation,” the 
determination of which would prob- 
ably require several years after the 
end of the emergency ; in either event 
he would be required to proceed 
promptly with the work. 

One of these emergency contract 
forms in which the stated price would 
be determined by the War Depart- 
ment after the contractor makes a 
cost report upon a trial lot, contains 
a peculiar definition of cost in that 
the following items “may be included 
in overhead but shall not be included 
in the cost for the purpose of comput- 
ing the fee”: 

Payments under the Social Secur- 

ity Act, 

Federal, state and local taxes, 

Depreciation, 

Royalties, 


Rentals. 





Contract ForMs UNDER PRESENT 
CONDITIONS 


We are now operating under pro- 
cedures that are intermediate be- 
tween peace-time and war-time pro- 
curement methods, made possible by 
the passage of special legislation dur- 
ing the past year. 

The standard peace-time methods 
of awarding fixed-price contracts af- 
ter bidding have been modified in 
several respects, (1) by allowing mul- 
tiple awards on one set of bids, (2) 
by permitting split bids, that is, on 
only a part of the published require- 
ments, (3) by the adoption by the 
Government of the practice of com- 
paring bid prices on an f.o.b. factory 
basis, which broadens the Govern- 
ment’s market, (4) by shortening the 
advertising period for bids to as little 
as ten days under special circum- 
stances, and (5) by the use of es- 
calator clauses giving contractors 
protection against the risk of rising 
costs. The bulk of present purchas- 
ing, of the type of materials which 
the Navy and War Departments have 
customarily bought, is still being 
awarded on the basis of competitive 
bids and fixed prices. 


CONTRACTS WITHOUT COMPETITIVE 
BIDDING 


Since the Vinson Speed-up Bill 
was enacted into law on June 28, 
1940, the Army and the Navy have 
been authorized to award contracts 
upon negotiation, without competitive 
bidding, where bidding is impracti- 
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cable. The cost plus a percentage of 
cost for profit type of contract is 
prohibited by law. The cost plus a 
fixed fee for profit type of contract 
is permitted, and the fixed fee is usu- 
ally from 5 to 7 per cent of the ad- 
vance estimate of cost. 

Authority has been given to the 
President to conscript industrial 
plants if the owners refuse to coop- 
erate in national defense and today 
the extent of procurement authority 
appears to be equal to war-time pow- 
ers. The system of priorities and 
price-control is being extended daily. 

The Vinson Act which limited the 
permitted profit on Army and Navy 
contracts for vessels and aircraft was 
suspended for the duration of the 
Excess Profits Tax by the Second 
Revenue Act of 1940. The experi- 
ence of six years under the Vinson 
Act has, however, developed a Treas- 
ury Department interpretation of cost 
accounting. Many of the negotiated 
contracts now being placed with in- 
dustry on the cost plus a fixed fee 
basis have adopted the definitions of 
cost as established by the Treasury 
and published in Treasury Decision 
5000, for the definition of cost un- 
der the contracts. 


Cost CONCEPT 


The concept of cost which has 
traditionally been the attitude of the 
Government is “actual cost of benefit 
to the Government.” It is not neces- 
sarily the “actual cost” to the con- 
tractor because certain expenditures 
by the contractor incurred because of 


his previous investment in plant, in- 
debtedness or administrative or com- 
mercial policies may be unallowable 
as costs for Government work and 
therefore must be borne out of the 
profit fee allowed by the Govern- 
ment. 

The Government does not accept 
“normal cost” or “standard cost” in 
lieu of “actual” cost. T.D. 5000 is 
sufficiently flexible, however, so that 
a contractor is fully justified in claim- 
ing whatever he believes to be actual 
direct costs and equitable allocations 
of indirect costs and expenses. 

The regulations begin with the 
sentence, ‘No definitions of the ele- 
ments of cost may be stated which 
are of invariable application.” They 
permit the temporary use of 
“normal” or “standard” prices of ma- 
terial and labor and of “normal” rates 
of overhead or administrative ex- 
penses “if the method of accounting 
employed is such as clearly to re- 
flect, in the final determination .. . 
the actual profit...” The refer- 
ences to standard costs appear to 
mean that the Government expects to 
receive its pro rata part of any over- 
age (for example, an inventory credit 
adjustment or over-absorbed bur- 
den) that may develop in the ac- 
counts, and which should be consid- 
ered to convert the contractor’s usual 
cost methods back to “actual cost.” 


EMERGENCY PLANT FACILITIES 


The National Defense Advisory 
Commission has been largely respon- 
sible for the development of three in- 
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terrelated plans for speeding the 
work of national defense, (1) the 
plan to permit amortization of emer- 
gency plant investments for tax pur- 
poses, (2) the plan for the Govern- 
ment to pay for the cost of emergen- 
cy plant facilities, and (3) the plan 
for making the financing of emer- 
gency plant facilities attractive to 
banks. The amortization plan was 
included in the Second Revenue Act 
of 1940, and has been adequately de- 
scribed in the article on “Amortiza- 
tion of Emergency Facilities,” by 
Wallace C. Magathan in the October, 
1940, issue of the L. R. B. & M. 
JOURNAL. 


EMERGENCY PLANT FACILITIES CoN- 
TRACT 


The plan for the Government to 
pay for the cost of emergency plant 
facilities is set forth in the standard 
contract form known as the Emer- 
gency Plant Facilities Contract. In 
this type of contract the Government 
agrees to pay back to the contractor 
the entire amount of his investment 
in special facilities, acquired for the 
purpose of the emergency defense, in 
sixty monthly instalments. The plan 
originally provided for five annual 
payments but it has been modified to 
sixty monthly instalments, evidently 
to agree with the amortization period 
specified in the Second Revenue Act 
of 1940. 

This contract form is essentially a 
construction contract which contem- 
plates that the same contractor will 
also enter into supply contracts to 


be fulfilled by the use of the emer- 
gency plant facilities provided by the 
Government. The contract is best 
explained by summarizing the prin- 
cipal features: 

1. The contractor undertakes to 
acquire or construct the plant and to 
retain title thereto for the emergency 
period ; 

2. The contractor agrees that the 
price of the product to be made in 
the emergency plant and to be nego- 
tiated for under a separate supply 
contract will eliminate all charges for 
amortization and depreciation ; 

3. The contractor will report 
monthly during construction the 
amount of his expenditures for con- 
struction, and after the close of the 
calendar year will furnish, “an an- 
nual statement certified as correct by 
an independent public accountant ap- 
proved by the Contracting Officer.” 
Upon completion there shall be a final 
report, also certified by the independ- 
ent public accountant, which is re- 
ferred to as the Final Cost Certifi- 
cate ; 

4. The cost of construction is not 
to include any profit to the contrac- 
tor but may include services per- 
formed by the contractor’s organiza- 
tion. Interest on funds used to carry , 
out the contract, whether or not 
funds are borrowed, may be included 
as cost of construction prior to the 
completion date ; 

5. The total amount shown by the 
Final Cost Certificate is to be repaid 
to the Contractor in 60 monthly in- 
stalments, the first of which is repaid 
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on the last day of the first calendar 
month following completion. These 
payments are designated as “Govern- 
ment Reimbursements for Plant 
Costs” ; 

6. The contract may be terminated 
by the Contracting Officer at any 
time, and under special conditions 
may be terminated by the Contractor. 
Upon termination the balance of the 
Final Cost Certificate not already re- 
imbursed is to be paid over to the 
contractor by the Government ; 

7. If the contractor desires to re- 
tain the plant facilities he must file a 
Retention Notice within 90 days af- 
ter the Termination Notice, and 
thereupon he has two options ; 


(1) An option to pay the Gov- 
ernment the original cost less or- 
dinary depreciation and secure im- 
mediately, without negotiation, a 
total release from the Government 
of any interest in the property, 

(2) An option to negotiate with 
the Government for a Fair Value 
and, upon agreement as to a Fair 
Value, to pay such amount and se- 
cure a release. If he exercises this 
option to negotiate, however, the 
Government also has the right, if it 
cannot negotiate a price that is 
satisfactory to it, to take over the 
plant. 


8. If the contractor does not de- 
sire to retain ownership of the plant, 
he may transfer the title to the Gov- 
ernment, thus becoming free of the 
property and having recovered all of 
his cost; or, if he can use the prop- 


erty, perhaps temporarily, he may ne- 
gotiate for a lease. 

It will naturally be helpful to ac- 
countants who may be asked to give 
a certificate of construction cost if 
they have had opportunity to main- 
tain contact with the project as con- 
struction proceeds. Also, it would 
be desirable for the certifying ac- 
countant to advise the contractor as 
to the accounting procedures to be 
established for recording the con- 
struction cost. 


Tax Status oF PLant Cost REIM- 
BURSEMENTS 


The intention of the Government 
as to the taxable status of the ‘“Gov- 
ernment Reimbursements for Plant 
Costs” appears to be clarified by a 
paragraph now included in the stand- 
ard contract to the effect that, if the 
collections are not includible in gross 
income, the contractor will not claim 
amortization and will not claim addi- 
tions to invested capital. T.D. 5016 
definitely states that the collections 
shall be included in gross income. 
The Second Revenue Act of 1940 
is silent on the question except in the 
single situation where the collections 
are accelerated due to the termi- 
nation of the contract. On their 
face the contract paragraph and T.D. 
5016 may seem contradictory ; how- 
ever, the intent of both is the same, 
namely, that only to the extent that 
reimbursements are taxable shall the 
contractor be allowed an amortization 
deduction or an addition to invested 
capital in respect thereof. 
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It appears to be intended that the 
contractor shall include the collec- 
tions in gross income in his tax re- 
turns, shall qualify for amortization, 
and shall exercise the amortization 
options in such a manner that the 
gross income and the deductions off- 
set. This will require close watch- 
ing. If the taxpayer follows the 
course of omitting the collections 
from gross income and therefore con- 
siders it unnecessary to qualify for 
amortization he may encounter a 
court decision later on which requires 
the inclusion in gross income retro- 
actively at a time when it is too late 
to qualify for the amortization de- 
duction. 


ASSIGNMENT OF CLAIMS 


The third feature sponsored by the 
National Defense Advisory Commis- 
sion was the plan for attracting bank 
funds to the financing of emergency 
plant facilities. Under this plan Con- 
gress passed the Assignment of 
Claims Act of 1940, dated October 9, 
1940. The Government contracts 
cannot be assigned to the banks as 
the contractors must retain the re- 
sponsibility for executing the con- 
tracts. Assignments may be made, 
however, of “the monies due or to 
become due.”” Such assignments can 


now be made to a “bank, trust com- 
pany or other financing institution in- 
cluding any Federal lending agency,” 
under any Government contracts of 
$1,000 or more. 

Contracts dated prior to the date 
of the Act, October 9, 1940, require 


a formal consent from the Head of 
the Department with which the con- 
tracts were made but all contracts 
dated after October 9th can be as- 
signed without formal consent unless 
they specifically provide otherwise. 

Banks should protect themselves 
against possible action by the Gov- 
ernment in claiming off-sets to the 
assigned payments, i.e., for income 
tax claims, etc., by express waivers 
furnished by the Government; the 
Comptroller-General has announced 
that it is his duty under existing law 
to make such off-sets unless the waiv- 
ers are obtained. 

Notice of bank assignments must 
be filed with (1) the General Ac- 
counting Office, (2) the Contracting 
Officer or Head of Department with 
whom the contract was made, (3) 
the sureties under any bonds required 
by the contract, and (4) the Dis- 
bursing Officer of the Government 
who makes the payments under the 
contract. 

The contractors submit invoices 
for payment in the usual form except 
that they also make reference to the 
assignment. If the banks have fur- 
nished the proper Notices of Assign- 
ment to the Disbursing Officers, the 
payments will be made direct to the 
banks. 

The Emergency Plant Facilities 
Contract was intended to be particu- 
larly attractive to bankers as the Gov- 
ernment guarantees under that form 
of contract, regardless of the dura- 
tion of the emergency and regardless 
of the completion of the supply con- 
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tract, that it will pay for the entire 
cost of the emergency plant facilities. 
One of the objectives of the plan of 
the National Defense Advisory Com- 
mission was to encourage the use of 
bank credit in the financing of the 
defense plant program. The Emer- 
gency Plant Facilities Contract has 
not been used, however, as generally 
as was planned by its sponsors. 


CONSTRUCTION WITH GOVERNMENT 
FUNDS 

Many defense plants are being 
built directly with Government funds 
supplied through the Reconstruction 
Finance Corporation. Under this 
plan, title to the property is vested 
in the Defense Plant Corporation, a 
subsidiary of Reconstruction Finance 
Corporation, and the plant is then 
leased to the supply contractor for 
operation. The War or Navy De- 
partment places its representatives on 
the property while the construction is 
in progress to audit the contractor’s 
reimbursement vouchers. These 
vouchers are submitted at frequent 
intervals, often semi-monthly. Con- 
tractors are reimbursed for their 
plant outlay under this plan much 
more rapidly than under the Emer- 
gency Plant Facilities Contract; in 
fact many contractors have received 
advances which are used as revolving 
funds so that very little use of the 
contractor’s own capital is required. 

These contracts also include op- 
tions to the contractor to purchase the 
plant facilities after the termination 
of the emergency somewhat similar 


to the options previously described, 
under the Emergency Plant Facilities 
Contract. Under the option for re- 
purchase at cost less allowances for 
depreciation, the rates of depreciation 
specified in the published standard 
contract used under the Defense 
Plant Corporation plan, are higher 
than the rates usually permitted by 
the Treasury Department for tax 
purposes, i.e. : 

Buildings and improvements, 5 pct. per 
annum, 

Machinery, equipment, furniture and fix- 
tures, 12 pct. per annum. 

Portable and durable tools and 
mobiles, 50 pet. per annum. 


auto- 


It is also interesting to note that 
in the Navy Department regulations 
for the “Procurement of Naval Sup- 
plies,” Section 8.2404 comments as 
follows regarding abnormal deprecia- 
tion as an element of the cost of sup- 
plies : 

Where plants are operating on two shifts, 
the depreciation rate may reasonably be 150 
per cent of the normal rates for a single 
shift. Where the plant is operating on 
three shifts, the depreciation rate may be 


extended to 200 per cent of the normal 
rate. 


It is reported that the R.F.C. plan 
of financing is more popular than the 
Emergency Plant Facilities Contract, 
not only with the contractors but also 
with the War and Navy Departments, 
for the reason that the amounts of 
the Emergency Plant Facilities Con- 
tracts are charged immediately in full 
against available appropriations 

(Continued on page 19) 
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Ripley V. Winkle, 


Public Accountant and Auditor. 


By T. Epwarp Ross 


It had been a very busy day in 
late February, 1891, and Mr. Winkle 
was reviewing with one of his senior 
accountants the schedule of the audit 
oi The North and South Company 
for the calendar year 1890. He 
scanned the audit program carefully 
to see that each item had been fully 
completed, including a verification of 
postings and footings of all the items 
of cash receipts, cash payments and 
allowances at head office as well as 
at all the branches; a verification of 
all footings and postings of sales at 
head office and branches; examina- 
tion of checkbooks and all checks, 
deposits, bankbooks, bills payable, 
etc., counting of cash on hand and 
verifying bank balances; verification 
of footings of pay rolls and compari- 
son with cashbook; audit of vouch- 
ers, bills, etc., and comparison with 
books; and making final trial bal- 
ances of all ledgers as of December 
31, 1890. 

Having satisfied himself of the 
adequacy of his investigation, he re- 
viewed the balance sheet and state- 
ment of profit and loss and drafted 
his report. Mr. Winkle then put a 
few papers into a green cloth bag 
to take home with him, closed the 
safe and his roll-top desk, bade his 
assistant “Good-night,” and took his 
departure. At a near-by corner he 


boarded a horse-drawn street car 
whose route lay near his home. The 
hay on the floor was wet from the 
snow which had been tracked in by 
the passengers, the atmosphere was 
cold, and Mr. Winkle felt he would 
be glad when he reached his destina- 
tion. 

When his corner was reached, he 
alighted and started to walk the 
short distance to his door, but as he 
neared the white marble steps, his 
feet flew from under him, his head 
came in contact with the brick pave- 
ment and he was rendered uncon- 
scious. A neighbor who happened 
to be passing notified his family and 
helped carry him into the house. 

The accident to Mr. Winkle proved 
quite serious. Under medical treat- 
ment he improved physically, but he 
was unable to understand what was 
occurring about him. At times dur- 
ing the years that followed his doctor 
had hopes that his mental faculties 
might be restored, but in this he was 
disappointed. 

In the meantime, Mr. Winkle’s son 
had reached maturity and had begun 
work with his father’s firm in which 
he eventually became a partner. He 
often wished that his father’s facul- 
ties might be restored so that he 
might see the great developments 
which had taken place. His father’s 
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physical condition continued excel- 
lent and he gave every indication of 
reaching an advanced age if no acci- 
dent should befall him. But hope of 
his mental restoration was at last 
given up. 

After the lapse of fifty years, how- 
ever, a surgeon who became interest- 
ed in the case performed an operation 
which resulted in the complete restor- 
ation of Mr. Winkle’s mental facul- 
ties. 

When he was sufficiently recovered 
to observe his surroundings, he found 
himself in a very different world 
from that to which he had been ac- 
customed. He learned that the tele- 
phone was no longer largely confined 
to offices, but had become a house- 
hold necessity. Hearing the words, 
“This is Berlin,” or “We take you 
now to London,” he wanted to know 
what was happening. The droning 
of an airplane aroused his curiosity. 
From the front windows he saw 
strange looking vehicles and buses go- 
ing at a speed which he knew ex- 
ceeded the ten-miles-an-hour limit, 
and he wondered how pedestrians 
managed to escape death at crossings. 
He was told about red and green 
lights at intersections and one-way 
streets; also about gasoline and how 
automobiles were operated, and he 
felt he had awakened to a very dan- 
gerous life. 

While he was regaining his 
strength he learned about the Span- 
ish American War, World War I, 
World War II, about Prohibition, 
Votes for Women, and a Third-term 


President. He nearly passed out 
when he heard of a public debt of 
billions upon billions of dollars and 
more to come. 

He was greatly disturbed by the 
short skirts the women wore, their 
toeless shoes, and their red lips and 
finger-nails, not to mention their cig- 
arettes. He wondered if his son 
lived in a respectable neighborhood, 
but when he broached the subject, 
he was told he had not seen anything 
yet. When he picked up a magazine 
and saw pictures of bathing beau- 
ties and Miss This and Miss That, he 
looked to see if it was the Police 
Gazette that had gone to such ex- 
tremes. And where was Josiah Leeds, 
who had been head of the Law 
and Order Society and had regularly 
prosecuted theatre managers for ex- 
posing posters which, however, left 
something to the imagination? 

Mr. Winkle thought a good deal 
about the work in which he had once 
engaged and asked to be taken to his 
former office as soon as his condition 
warranted. He was informed that 
the site of his former office was now 
a parking lot, but he would be taken 
to the offices of the firm shortly. 

When Mr. Winkle was recovered 
sufficiently to go out, he was invited 
to take a ride in an automobile to 
see something of the city suburbs. 
When the car started he became ter- 
rified at the speed with which it 
moved and the pace of other cars 
which apparently rushed directly 
toward them and from side streets. 
He begged to be allowed to get out, 
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but was prevailed upon to remain on 
the promise that they would go slow- 
ly and would soon arrive where there 
was less traffic. 

The sections of the suburbs 
through which they passed had 
changed greatly since last he saw 
them. Large estates had given place 
to communities of houses set in 
grounds of limited extent. Concrete 
roads had replaced the waterbound 
macadam roads with which he had 
been familiar, and the toll gates had 
disappeared. The small villages of 
yesterday had been replaced by towns 
whose main streets resembled those 
of the city’s shopping centre. In 
place of the high-wheeled bicycles of 
his youth, noisy motor-cycles whizzed 
past, making Mr. Winkle more ner- 
vous than ever. 

On a somewhat quieter road they 
passed a large field with stretches of 
well-kept lawn, broken here and there 
with sand pits, the latter usually sur- 
rounding little plots of level lawn 
with flags in the center. Mr. Win- 
kle inquired what the ground was 
used for, and was told it was a golf 
course. He recalled he had heard of 
a few idle people who spent their 
time chasing a small ball around a 
cow pasture and coaxing it into a 
small hole, but he was surprised that 
it had gained any headway where 
people who wanted sport could see 
a good baseball game without too 
much effort, or could play tennis if 
they wanted something more vigor- 
ous. When he was told that there 
were many such courses around the 


city and thousands of them through- 
out the country, he wanted to know 
where the money came from to build 
and care for them. He was informed 
that the club members paid substan- 
tial fees toward the upkeep, and a 
considerable portion of the original 
cost had been supplied by loans on 
gilt-edge mortgages, the edges of 
which, however, had later become 
somewhat frayed. 

On the way home the car stopped 
at an old inn which Mr. Winkle had 
known in other days. On entering 
the modern tap-room he saw through 
a haze a group of women seated 
around a table and he assumed he 
had come in by the “ladies’ entrance” 
by mistake, but was assured he was 
not intruding. He noticed that the 
man behind the bar did not sport the 
regulation drooping mustache, and 
Mr. Winkle wondered if he even kept 
a bung-starter handy in case of emer- 
gency. 

A day or two after this venture- 
some trip, Mr. Winkle felt rested 
enough to visit the office of his son’s 
firm. The wide street leading to the 
centre of the city was new to him, 
but eventually he recognized the City 
Hall which could not be mistaken 
even after a lapse of half a century. 
The tall office buildings caused him 
some astonishment, as eight or nine- 
story office buildings had been re- 
garded as the last word in his day. 
His trip in the elevator as he was 
shot up to a top floor was not alto- 
gether pleasant, but he was assured 
he would soon get used to it. 
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The offices seem too spacious for 
a firm of public accountants, and af- 
ter a cursory inspection of the lay- 
out, he was much puzzled as to the 
size of a practice which would jus- 
tify such an establishment. He in- 
quired why it was necessary to em- 
ploy a telephone operator; what use 
could be found for all the typewrit- 
ers; what was kept in all the filing 
cases; what so many bookcases were 
for, etc. In his day only a few books 
on accounting were available. Did 
they keep a library of fiction to amuse 
the staff during the slack season? 
Had the partners all married heir- 
esses so that they could keep up a 
big front and do a little accounting 
on the side? What had become of 
his roll-top desk? And the high desk 
and stool in the staff room? 

Mr. Winkle’s son soon realized 
that there had been a few slight 
changes in the profession since his 
father had bossed the office, so he 
took him on a tour to disabuse his 
mind of his assumptions. As he pro- 
ceeded with his explanations his father 
began to realize that the practice of 
accountancy had changed drastically. 
Some of the equipment was not al- 
together new to him, but it was used 
on a larger scale and many new de- 
vices had come into use. 

He noticed that one of the staff 
was referring to a large book and 
learned that it was Volume II of a 
handbook on Federal taxes, the two 
volumes containing more than 2300 
pages. What taxes, he inquired, 
made such volumes necessary ? When 





told about the Federal income tax, he 
asked if such a tax was constitu- 
tional. Surely Benjamin Harrison 
had never approved such a measure! 
And how could any man find time 
to read such books and yet keep up 
with his other work? 

It was explained to Mr. Winkle 
that not only was the income tax con- 
stitutional, but that there was also a 
Federal inheritance tax which, in the 
case of large estates, relieved the 
heirs substantially of the burden of 
caring for too much riches. Fur- 
thermore, that the income tax which 
had originated in a small way, had 
grown to such proportions and the 
accounting problems involved were 
so varied that the public accountant’s 
practice had been greatly increased 
as a result. 

As Mr. Winkle continued his re- 
view of what was going on in the 
office, he listened in on an argument 
concerning inventories, where the 
phrases “cost or market, whichever 
is lower,” “first in-first out,” “base 
or normal stock method,” “last in-first 
out,” had a most unfamiliar sound. 
He had never realized before that an 
inventory could be quite so compli- 
cated. 

The question of reserve for depre- 
ciation came to his attention and he 
recalled that on at least one occasion 
he had been called “a fanatical book- 
keeper” for suggesting such a re- 
serve, as he was informed that his 
client always maintained his plant in 
first-class condition. He inquired 
how public opinion on this point had 
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changed, and was told that one of the 
principal factors was the income tax, 
and that even taxpayers who made 
no entries on their books for depre- 
ciation had recognized the validity of 
the principle in connection with in- 
come tax returns. Here he ran into 
more mysterious terms such as 
“straight-line depreciation,” “retire- 
ment-reserve method,” and “depreci- 
ation on appreciation,” and he real- 
ized anew that he was in strange ter- 
ritory. 

For his enlightenment, he was 
given a pamphlet entitled The De- 
preciation Situation in which he 
found an apt illustration of the vary- 
ing aspects of the subject. It was 
said that a golf ball has a disconcert- 
ing tendency of taking itself out of 
circulation via the rough, the woods 
or the pond before it becomes obso- 
lete ; therefore, for the dub’s use, an 
old ball is as valuable as a new one. 
Hence the conclusion, “If the pre- 
dominating causes work gradually 
and constantly, depreciation pro- 
gresses in the same manner; but if 
the predominating causes are ones 
which work irregularly and _ strike 
with finality when they do occur, 
there is little depreciation until the 
final chapter.” Mr. Winkle’s knowl- 
edge of golf was decidedly limited, 
but he thought the ball did throw 
some light on the problems of depre- 
ciation. 

Later, he listened to a heated ar- 
gument as to whether the profit aris- 
ing from a certain transaction should 
be credited to “Earned Surplus,” 


“Capital Surplus” or some other ac- 
count, and he heard some enlighten- 
ing theories concerning “accounting 
principles.” 

Mr. Winkle inquired if there were 
any books or articles which he could 
read to bring him up to date, and he 
was referred to the output of the 
American Institute and the numer- 
ous auditing and accounting works 
which had been published since he 
was engaged in practice. In perusing 
some of the pamphlets, such as Ex- 
tensions of Auditing Procedure and 
similar publications, he found refer- 
ences to matters in practice with 
which he was entirely unfamiliar, 
and he felt like a school boy trying 
to understand the works of Einstein. 

Mr. Winkle recalled that the last 
report he had written was on the au- 
dit of the accounts of The North and 
South Company, and he asked if the 
Company was still in existence. It 
happened that the printed copies of a 
registration statement to be filed with 
the S.E.C. had just been received, and 
a copy, containing more than a hun- 
dred pages, was given to him for his 
perusal. The report he had written 
fifty years ago ran, “We report that 
we have audited the accounts of your 
Company for the year ended Decem- 
ber 31st, 1890, and found them to be 
correct,” and a balance sheet and 
statement of profit and loss had been 
attached. What purpose was now to 
be served by the printed volume be- 
fore him? He turned first to the 
auditors’ certificate and found it was 
about twenty-five times the length of 
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his certificate. The size of the bal- 
ance sheet amounts staggered him, 
and the half-dozen pages of notes 
thereon amazed him. Then followed 
pages of notes on the income state- 
ment, but the consolidated balance 
sheet (with more notes) was some- 
thing the like of which he had never 
seen. He had no strength left to 
read the numerous schedules which 
followed. 

Turning back to the earlier pages 
he noted the amount of information 
supplied, some of which he had al- 
ways regarded as of a most “confi- 
dential” nature. The statement of 
fees, taxes, etc., involved in filing the 
statement astonished him. He noted 
with particular interest that the ac- 
counting cost was more than a hun- 
dred times his fee for the annual 
audit of fifty years before. But the 
printing cost seemed to him as some- 
thing beyond reason, “and how,” said 
he, ‘could business organizations 
earn enough to provide for these ex- 
penses and the millions of dollars of 
taxes which were recorded in the 
statements !”” 

He inquired if every investor was 
furnished with a copy of the regis- 
tration statement. He was then 
shown a copy of the prospectus which 
had less than a hundred pages. Even 
that seemed a most formidable docu- 
ment and he wondered how many in- 
vestors read the document and how 
many understood its significance af- 
ter they had read it. 

The reading of the registration 
statement was quite a drain on his 


strength. Mr. Winkle decided that 
at his advanced age it was too late 
to recover ground lost while he was 
suffering from his affliction. Ac- 
countancy had traveled a long dis- 
tance in half a century and he recog- 
nized his inability to overtake it. At 
any rate, what he had read in the 
newspapers made him depressed and 
he longed to escape from an environ- 
ment which was so different from 
that to which he had once been ac- 
customed. 

To read of death and destruction 
from the depths and from the skies, 
of women and children being blasted, 
of venerable cathedrals and other his- 
toric buildings being reduced to rub- 
ble, of concentration camps, and, gen- 
erally, of hell let loose on earth, was 
not his idea of a normal world. 

He felt tired as well as dispirited 
and he asked to be taken home, where 
he could rest for a while and seek 
to recover his composure. 

Before leaving, however, he re- 
membered that it had been his cus- 
tom to keep a small hoard of gold 
coins in the safe for emergencies, 
and he inquired if, by any chance, it 
had been kept intact. He was in- 
formed that anyone keeping such a 
reserve now was subject to certain 
pains and penalties, that the holders 
of gold and gold certificates had been 
reimbursed in fifty-nine cent dollars, 
that the gold clause in bonds had 
been ruled out by the courts, and that 
the Government in addition had pur- 
chased gold wherever available at a 

(Continued on page 24) 
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A Surprise Party for Mr. Staub 


It is hard to believe that a group 
of partners with whom Mr. Staub is 
in daily contact could plan a little 
surprise so that no inkling of it 
would reach him. That keen, pene- 
trating mind of his at times seems 
almost to read what one is thinking, 
or to divine what is about to happen. 

This is how it was done. When 
our Executive Committee convenes, 
we meet at the Union League Club 
in the morning. At luncheon time it 
is our custom to invite all of the 
New York partners (and any part- 
ners who may be here from other 
offices) to join the members of the 
committee. On this occasion the sec- 
retary of the committee, Mr. Hender- 
son, before arranging for the date of 
the meeting, made certain that the 
only convenient day for the partners 
would be January 21, 1941. By a 
strange coincidence (at least we 
hoped Mr. Staub would think so) 
that date was the 40th anniversary 
of his entrance into the profession of 
public accounting. The word was 
passed around to the partners that 
we were having a surprise party for 
him—and it was. 

We had a grand time. Everyone 
admires and loves him so much that 
it was a delight to celebrate with him 
a day to which he must look back 
with deep satisfaction, the day on 
which he decided to enter the profes- 
sion of which he is such a distin- 
guished member. The forty years 
have been fruitful ones for him— 


honors awarded him by his profes- 
sion, active participation in educa- 
tional, civic and religious activities, 
and an ever increasing responsibility 
in our L. R. B. & M. firm. 

Our luncheon was just a happy in- 
formal affair. The three senior part- 
ners with Mr. Pugh and Mr. Staub 
were grouped at the head of the long 
table. Colonel Montgomery had to 
leave for an Institute meeting, but be- 
fore going he expressed a desire to 
say a few words. Then with char- 
acteristically witty remarks he pulled 
from his pocket, after much tugging, 
a canvas bag containing forty silver 
dollars, which he emptied on the 
table. These, he said, were to be 
accepted not for their monetary value 
but as tokens, adding that were each 
token to be considered as one penny, 
one dollar, one thousand dollars, one 
million or one hundred million dol- 
lars, the aggregate amount thereof 
would not begin to compensate Mr. 
Staub for the value of his efforts on 
behalf of the firm throughout his 
forty years of service. 

Then there was presented an an- 
tique inkstand inscribed as follows: 


WALTER A. STAUB 
January 21, 1941 
Presented by his partners as a token 


of esteem, affection and forty years’ 
association 


We have been trying hard for some 
time to persuade him that the pens 
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and pencils on his desk are to be 
viewed at times as ornaments and, 
as such, should remain undisturbed 
while he wanders off to other scenes 
for relaxation and recreation. It 
seemed rather risky, therefore, to 
make a commemoration gift in the 
form of an inkstand, but we en- 
deavored to find one that would be 
so old and attractive that he would 
never want to sully it with utilitarian 
ink, and I hope we succeeded. 

On such an occasion reminiscences 
are always in order. Since it was an 
informal gathering with a good deal 
of jest and jollity, these reminis- 
cences were not of a serious charac- 
ter. Mr. Ross told us of one of his 
adventures, when as a junior in Mr. 
Heins’ office he was sent out with a 
much older man (a reputed senior) 
on an audit somewhere in the South. 
The senior got drunk. Mr. Ross 
wired Mr. Heins to that effect; back 
very promptly came the terse reply, 
“send him home and take charge 
yourself.” And I don’t have to tell 
you that Mr. Ross did “take charge.” 

We were about to hear Mr. Pugh’s 
famous oyster roast story, but Carl 
Keller groaned and that discouraged 
Mr. Pugh. It really was sad that 
we could not persuade him to go on 
with it for the younger partners, to 
wit, Al and Chris, were sitting there 
ready to lap it up. 

Mr. Staub told us of some of his 
early experiences in the office, his 
first job being as an assistant to Mr. 
Edward Ross on the audit of the ac- 
counts of a client who is still be- 


ing served by the Philadelphia office. 

It will be interesting to our read- 
ers, and not inappropriate in this 
connection, to quote from the 25th 
Anniversary Number of our L. R. B. 
& M. JourNaAL, the reference therein 
to Mr. Staub’s early life and his in- 
troduction into the profession of pub- 
lic accounting : 

It was during an early stage in the firm’s 
development that Walter A. Staub, then 
a lad of 20, became a junior on the staff, 
on January 21, 1901. Ten years after, 
almost to a day, he became a partner in 
the firm. An honor graduate of Girard 
College, Mr. Staub’s first job had been as 
the entire office force of a local electrical 
engineer and contractor. From this he 
had passed to a two-year service as a 
clerk in the office of the Girard Estate, 
now one of the firm’s most valued clients. 

There being no accounting schools avail- 
able in Philadelphia at that time, Mr. Pugh 
and he instituted an evening class of their 
own, of which they were both faculty and 
student body. In 1903, Mr. Staub obtained, 
by examination, his certified public account- 
ant certificate of Pennsylvania. He was 
subsequently transferred to Pittsburgh as 
manager of that newly-opened office. On 
admission to the firm in 1911, he assumed 
the charge of the Chicago office. In 1914 
he removed to the New York office, and is 
now one of the resident partners there. 

It would fill many L. R. B. & M. 
Journats if I were to attempt to 
even sketch his professional career 
during the forty years. Fortunately, 
the readers of the JoURNAL are fam- 
iliar with many of its salient features. 
We all wish for him continued health 
and happiness and all the good 
things, so richly merited, that life can 
bring to him. 


W. M. L. 
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Lord Stamp adviser to his country’s government. 


The death of Lord Stamp in the 
terrific bombing of London on April 
16 was a tragic loss to his country of 
a man with a great range of abilities 
and an infinite capacity for work. He 
was that fine combination of scholar 
and business man whom one meets 
only too rarely. 

He had come up from the bottom 
of the ladder to a position of emi- 
nence in England, being an outstand- 
ing economist, master of the theory 
of money, a railroad president and an 


The newspaper sketches of his 
career which the writer saw did not 
mention one of his qualifications 
which is of special interest to the ac- 
counting profession. He was an ac- 
countant by training and a member 
of the Incorporated Society of Ac- 
countants and Auditors in England. 
At the International Congress on 
Acounting held in London in 1933 
Lord Stamp (then Sir Josiah Stamp) 
presented a paper and participated in 
its discussion. The writer, who was 
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present on that occasion, recalls the 
impression made by the personality 
of the man, the effective manner in 
which he delivered his address, and 
the incisiveness of his responses and 
comments in its discussion. 

W.A.S. 


The L. R. B. & M. Ambulance 

The January, 1941 issue of the 
L. R. B. & M. JourNAL contained a 
photograph of the ambulance donated 
to the Field Service in Great Britain. 
The following letter has been received 
from Miss Down, who is in charge 
of the ambulance: 


AMERICAN AMBULANCE, GREAT BRITAIN 
Cambridge Unit 


15, King’s Parade 
Cambridge, England 
March 15th, 1941. 
Dear Mr. Ross: 

Thank you very much for your most en- 
couraging letter which I have just received. 

It is a great incentive to be in the work 
that one is doing here, to feel that an in- 
stitution such as your firm is responsible 
for this Ambulance being able to give prac- 
tical support to our cause, and by the same 
token to know that the good will of the 
Americas in general, and your great firm 
in particular is with us in our efforts for 
the maintainance of civilization. 

If you could know the individual jour- 
neys your Ambulance has done, and the 
conditions under which they have been 
done, you would realize why I am so grate- 
ful to be able to work with it continu- 
ously ; since from the moment of its arrival 
I was given particular charge of it, and I 
feel the personal interest of such a mag- 
nificent gift is better maintained by the 
service of one driver. 





I hope sometime you would be interested 
to know more of the work and patients we 
carry. 

Again very many thanks for your letter 
and good wishes. 


Yours sincerely, 
(Signed) Mary Boileau Down. 


Institutional Reports 

The reports of nonprofit institu- 
tions are sometimes prepared for 
publication without the same care as 
corporate reports to stockholders. Re- 
cently, one of our friends called to 
our attention a letter which he had 
received, evidently from a fellow 
alumnus of a school which had made 
a report on the receipts and status of 
the alumni fund. The letter (deleting 
names) read as follows: 


I have just been looking at the Alumni 
Fund Annual Report and I am all con- 
fused. 

I find beneath my name in the list of 
contributors “In Memoriam.” I do not 
remember having received any notice of 
my death from the Secretary. Of course, 
it is possible that it may have escaped 
my notice. You might communicate with 
him and if he confirms my long enter- 
tained suspicion that I am dead and didn’t 
know it, you no doubt will remove my 
name from the mailing list and I shall re- 
ceive no further requests for contributions. 
I trust this will not seriously jeopardize 
the success of the Alumni Fund in years 
to come. 

Hoping it may be a long time before 
I welcome you to the home of the great 
majority, I am, 


Sincerely yours, 


(Continued on page 19) 
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Muir Glen Writes from Embattled England* 


Following are excerpts from a letter received from Muir Glen, who prior to the 
war, was in charge of Westclox, Ltd., a small subsidiary English company. Since the 
outbreak of the war Mr. Glen has been in the English army. 


February 15, 1941. 


“We are all working pretty hard 
and, as there isn’t much relief from 
it, one gets a bit fed up at times al- 
though anything but full steam ahead 
at the moment would be ludicrous in 
view of the position. Maybe we won't 
have long to wait before they start 
trying to land and I guess it will be 
too late then to start thinking about 
tooling for a new model as it were! 

“T was commanding a gun position 
for a few months before Christmas 
and have returned to Regimental 
Headquarters, to take over the pen 
and ink during the absence of the 
Adjutant. 

“There are certain compensations 
but on the whole life on a gun site 
is much more active and interesting 
even though one has perforce to 
sleep in one’s boots if at all, and be 
prepared to put up with a lot of 
minor inconveniences. 

“At Christmas I had seven days 
leave which I spent at home in Glas- 
gow wallowing in a welter of home 
comforts and material ministrations. 
They have remained very lucky up in 
that part of the country, and I’m glad 
that Mother has not yet experienced 
the somewhat trying ordeal of trying 
to go to sleep with one ear cocked 


* Reprinted by permission from Tick Talk, pub- 
lished . General Time Instruments Corporation. 
Mr. Glen’s letter is of interest to the L. R. B. & M 
organization, especially because of the references to 
Mr. Norris, one of our London partners.—Editor. 


and ready to estimate whether or not 
the next whistle warrants a hasty 
transference to under the bed. 

“Lately, the air activity in the Lon- 
don area has been surprising little too 
and we have not had raids of any size 
since the night of the City fire. 

“That was apparently pretty ghastly 
and although I haven’t seen the dam- 
age myself it is undoubtedly exten- 
sive and, of course, in many cases 
irreplaceable. 

“Better, that, perhaps, than indus- 
trial targets and I think we have 
probably had much more success in 
that line than the Hun. 

“We get practically no daylight 
raiding at all except for the odd 
reconnaissance machine which is 
quite a feather in the cap of the 
R.A.F. as undoubtedly the complete 
scuppering of their mass raids last 
autumn made them change from the 
more accurate daylight bombing to 
somewhat haphazard (if damnably 
inconvenient) night attacks. 

“IT was horrified to pass through 
(CENSORED) (CENSORED) one day 
and to see a large heap of brick 
rubble and dust in the place that 
Westclox Ltd. Registered Office used 
to be! 


“T pictured Mr. Norris buried un- 
derneath the girders and rubbish 
with the books of the Company faith- 
fully clasped to his loyal bosom, and 
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congratulated myself on having taken 
the precaution some months ago of 
insisting that he burn all my beauti- 
ful technical notes taken at La Salle. 

“At that time I had visualized an 
invading army of Nazi clockmakers 
blasting their way straight to St. 
James Square and wresting those 
precious books from the unwilling but 
lifeless hands of the impeccable sec- 
retary, but I hadn’t actually realized 
that a well-directed bomb was liable 
to spread them like leaflets over Lon- 
don for even such as Mr. Daniels to 
pick up. 

“However, (anticlimax) I imme- 
diately wrote to Mr. Norris and hap- 
pily learned that during my rapid 
transit through the Square I had been 
mistaken, and that, in fact, it was the 
adjoining building which lay flat- 
tened, leaving Lybrand, Ross Bros. 
boudoir a_ bit bent, somewhat 
draughty, but intact. 

“The new Westclox models look 
terrific and I did enjoy getting the 
Westclox week pamphlet. 

“T have also seen an ad from Mac- 
Leans magazine—filched from a 
Canadian warrior over here, and I 
see the Peterborough plant has gone 
over to the new style Big Ben too. 

“It is somewhat difficult to give 
much thought to business because, 
although the hope of geting back to 
Westclox is my sole war-aim as it 
were, I won’t have much chance of 
doing so unless we smack this thing 
before I’m too old and doddery! 
Our African efforts have been cer- 
tainly most encouraging and I like to 





feel that it is the first glimpse of the 
turning tide. 

“What fun it will be to put the old 
Kings on their thrones again—Haile 
Selassie, Sag, Haakon, etc.—after 
that I suppose the U. S. A. will have 
to teach Europe how to organize a 
bunch of heterogenous peoples into 
a cohesive mass—helluva job. 

Kindest regards, 
Murr GLEN.” 


National Defense Contracts 
(Continued from page 7) 


whereas it is not necessary, for the 
contracts financed by R.F.C., to 
charge immediately to the appropria- 
tions more than 40 pct. of the con- 
tract amounts, if the remaining 60 
pet. is planned to be included in a 
subsequent appropriation request. 


Institutional Reports 
(Continued from page 17) 


P. S. If you can inform me who made 
this contribution in my name I would 
like their address. I would like to thank 
them personally for the honor. 


This is doubtless a rather excep- 
tional case and deserves to go into 
the class with that famous premature 
report of Mark Twain’s death. How- 
ever, the incident indicates the need 
for care in both the keeping of ac- 
counts and the preparation of pub- 
lished reports for nonprofit institu- 
tions. 
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Notes 


The New York Times of May 6 
included Mr. Sinclair in a list (with 
portraits) of six men and two women 
who had been selected by the Alumni 
Federation of New York University 
as winners of the 1941 Medallion 
Alumni Service Awards for dis- 
tinguished service to the University. 
Mr. Sinclair’s citation for the 
Medallion read as follows: 


Prior Sinclair, B. C. S., 1912; Harrison, 
N. Y.; partner, accounting firm of Lybrand, 
Ross Brothers & Montgomery; perennial 
president of his class, governor of the 
N. Y. U. Men in Finance Club, Alumni 
Federation director, former fund agent 
and executive of the Commerce Alumni 
Association and former member of the 
Commerce faculty. 


Those receiving the Medallion 
Alumni Service Awards this year 
were honored at a dinner at the Fac- 
ulty Club, 22 Washington Square 
North, which was also attended by 
seventy-five men and women gradu- 
ates who were recipients of the 
Award in prior years. Dr. Harry 
Woodburn Chase, Chancellor of the 
University, was the principal speaker 
and Municipal Court Justice Thomas 
J. Whalen, president of the Medallion 
Alumni Association, was toastmaster. 

The Medallions were designed by 
Thomas Hudson Jones, designer of 
the Tomb of the Unknown Soldier 
in Washington, and will be presented 
at the University’s commencement ex- 
ercises in June. 


Mr. Sinclair was one of three dis- 
cussion leaders in a panel board 
discussion on the subject of “Defense 
Work Effect on Present and Future 
Accounting” held by the New York 
Chapter, National Association of 
Cost Accountants, on April 29. 


Mr. Staub, pursuant to his ap- 
pointment as lecturer for 1940-41 on 
the Arthur Lowes Dickinson Foun- 
dation in the Graduate School of 
Business Administration of Harvard 
University, delivered two lectures on 
April 24 and 25. The subject of the 
lectures was “Auditing Developments 
during Forty Years.” The first lec- 
ture was devoted largely to historical 
developments and to the social uses 
of accounting. The second lecture 
dealt with various phases of auditing 
procedure and practice in the present 
day. 

The leading article in the April 
issue of The Watch Dog, A Monthly 
Commentary on the Nation’s Fi- 
nances, which is published by The 
National Economy League, was writ- 
ten by Mr. Staub. It bore the title 
of “Danger,” and emphasized the 
danger that the long continued 


deficits of our national government 
had lulled the average man, who 
might at first have been disturbed by 
them, into a state of indifference to- 
ward them, and that the huge defense 
expenditures tend so to overshadow 
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the nondefense expenditures that 
no effort will be made to effect much 
needed economy in the latter class of 
expenditures. Mr. Staub made a plea 
for SPEED WITH Economy in the 
combined defense and tax programs. 


Mr. Keast has been requested to 
serve for a third term of three years, 
beginning September 1, 1941, as Con- 
sulting Professor of Accounting in 
the Stanford University Graduate 
School of Business. Mr. Keast has 
also been appointed Chairman of the 
Nominating Committee of the Cali- 
fornia Society of Certified Public 
Accountants. 


Mr. Marsh was one of the inter- 
rogatees at the “Quizzing the Ex- 
perts” program of the Pittsburgh 
Chapter of The National Association 
of Cost Accountants. 

He recently spoke on the topic 
“Methods of Inventory Valuation 
and Inventory Control” before the 
Harrisburg Chapter of the National 
Association of Cost Accountants. 

On May 16 and 17 he presided at 
the fifth session of the Fourth Annual 
Institute of Accounting held on the 
campus of the Ohio State University. 


Mr. Russell was the speaker at the 
season’s fifth meeting of the Grand 
Rapids Chapter of The National As- 
sociation of Cost Accountants, held 
at the Rowe Hotel, on the subject 
“Accounting for Government Or- 
ders.” Mr. Russell also spoke on the 
subject of “Internal Audit Control” 


before the Saginaw Valley Chapter 
of the Association. 


Mr. Haas was a member of the 
Committee on Arrangements of the 
Philadelphia Chapter of the Pennsyl- 
vania Institute of Certified Public 
Accountants which, in co-operation 
with six colleges, arranged for an 
Accounting Forum held at Temple 
University on May 6. 

Mr. Haas presided at the session 
of the Forum which was devoted to 
the consideration of Statements for 
Management and Stockholders, in- 
cluding Funds Statements. 


Mr. Gibson addressed the Los 
Angeles Bank Credit Men’s Associa- 
tion on the Revenue Act of 1940. He 
was supported by a tax panel consist- 
ing of Messrs. Walling, Galbally and 
Kindel, of the Los Angeles staff, who 
submitted to a barrage of questions 
from the floor. 


Mr. Bell has been appointed a 
member of the Committee of the 
American Institute of Accountants to 
Cooperate with the Controllers Con- 
gress of the National Retail Dry 
Goods Association. 


The following is an excerpt from 
a letter recently received by Mr. Ly- 
brand from our London partner, 
Mr. Davies: 

Brigden is now overseas and I received 
a letter from him written when he was 
on the high seas, from which he appeared 
to be well and cheerful. I sent his father 
a copy of the L. R. B. & M. Journa 
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which contained a copy of the letter he 
(the son) wrote to you and it is being 
treasured by him (father) for his son’s 
return. 


On May 16, Mr. J. F. Stuart 
Arthur addressed the Dallas Chapter 
of the National Association of Cost 
Accountants on “Ranch Cost Ac- 
counting.” 


Mr. Hunter of the Boston office 
addressed the Maine Society of Pub- 
lic Accountants on the subject “Pub- 
lic Relations and What the Massa- 
chusetts Society Has Done in This 
Field.” Mr. Hunter has been asked 
to serve as chairman of The Volun- 
teer Audit Committee of the 1942 
Greater Boston Community Fund 
Campaign. He will succeed Mr. 
Perry who has held that position 
since the Fund was organized. 


Mr. Mark E. Richardson, of the 
Philadelphia staff, collaborated with 
William R. Spofford, Esq., of Messrs. 
Ballard, Spahr, Andrews & Ingersoll, 
at an “Information Please” type of 
discussion of tax problems before 
the Philadelphia Control of the Con- 
trollers’ Institute. 


Mr. Raymond G. Ankers, who is 
in charge of personnel work at our 
New York office, read a paper on 
“Staff Training for the Beginner in 
Professional Accounting” at a joint 
meeting of The Minnesota Society 
of Certified Public Accountants and 


the School of Business Administra- 
tion of the University of Minnesota 
at Minneapolis on April 30. The sub- 
ject of the meeting was Training the 
Professional Accountant. 

An article by Mr. Ankers entitled 
“Investment in Juniors” appears in 
the April 1941 issue of The Account- 


ing Forum. 


Mr. A. R. Kassander, of our New 
York office, addressed the Delaware 
Accountants Association on the sub- 
ject “Accounting for Last-In, First- 
Out Inventory Methods.” The Ac- 
counting Forum for January 1941 
contained an article by Mr. Kas- 
sander entitled “Examination of In- 
ventories.” 


Mr. Buchanan has been appointed 
Chairman of the Tax Legislative 
Committee of the California Society 
of Certified Public Accountants. 


Mr. W. D. Buge of the Chicago 
staff addressed the South Bend Chap- 
ter of the National Association of 
Cost Accountants at its fifth meeting 
of the 1940-41 Season on the subject 
of “Federal Taxes.” 


The following members of the Chi- 
cago staff are serving on committees 
of the Illinois Society of Certified 
Public Accountants: Henry C. 
Hawes, Committee on Investigation 
and Complaints; George E. Shoup, 
Committee on Education; P. M. 
Armitage, Membership Committee. 
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Following is a list of members of 
the L. R. B. & M. organization who 
have entered military service: 


Baltimore: 


Clark F. Hannon. 
Orville D. Tarner. 


Boston: 
F. G. Brigham, Jr., Second Lieu- 
tenant, in the office of the gen- 
eral staff in Washington. 


Detroit: 
Merlin H. Willey, First Lieuten- 
ant, Company M, Eleventh In- 
fantry, Fort Custer, Michigan. 


Los Angeles: 

J. E. Gibson IT, 54th Signal Bat- 
talion, Headquarters Company, 
Fort Ord, Calif. 

Harry C. Vournas, Fort Ord, Calif. 

New York: 

Charles J. Beasley, Jr., Lieutenant, 
United States Marine Corps, 
Basic School, Navy Yard, Phila- 
delphia, Pa. 

John C. Francis, Acting First 
Sergeant, 101st Cavalry, Troop 
E, Fort Devens, Mass. 

Albert R. Gray, Company C, 29th 
Infantry, Fort Benning, Ga. 

Leon B. Kromer, Jr., 101st Cav- 
alry, Troop E, Fort Devens, 
Mass. 

Harold J. Olson, 2nd Division 
Headquarters, Finance Depart- 
ment, Fort Sam Houston, Texas. 


Philadelphia: 
Fillmore R. Bloomburg, Lieutenant 
in the United States Naval Re- 


serve, assigned as an assistant to 
Mr. George P. Auld, Special 
(Civilian) Assistant to the Pay- 
master General, at Washington, 
Bc 

Patrick E. Dooley, 101st Radio In- 
telligence Company A, Camp 
Shelby, Miss. 

Edward F. Habermehl, Training 
Company C, Chemical Warfare 


Service Replacements Center, 
Edgewood Arsenal, Md. 
V. Harold Hill, Company A, 


F.S.H. Training Center, Fort 
Sam Houston, Texas. 

Alexander McIver, Second Lieu- 
tenant Army Reserve Corps, 
Fort Belvoir, Va. 

Paul W. Sears, Troop A, 104th 
Cavalry, Indiantown Gap Mili- 
tary Reservation, Pa. 


Rockford: 
J. Robert Dawson. 


San Francisco: 


Kendal I. Dazey, First Lieutenant 
(non-flying) Air Corps, Supply 
Officer for the 43rd Material 
Squadron. 


Foreign (serving with H.M. Forces) : 

L. C. David (Partner at Paris 

office), 

N. B. T. Farquhar, London office, 

J. E. H. Davies, London office, 

S. W. Brigden, London office, 

M. S. Wagner, London office. 

In a letter dated March 18, from 
Mr. A. T. Davies at London, he 
writes : . all except one have 
been given commissioned rank, and 
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the one is likely to get his shortly. 
Two of them have been made As- 
sistant Adjutants.” 


The foregoing list is not complete 
and additional names will be reported 
from time to time in the L. R. B. 
& M. JourNAL. 


The following staff members have 
passed the C.P.A. examinations of 
the States mentioned: 


Massachusetts New Jersey 
E. W. L. Page J. S. Braddock 
W. A. Grissy 

New York Ohio 
K. Batzer E. H. Vonderbrink 
H. E. Rabey : 
H. P. Schlichtmann Pennsylvania 
E, A. Sherwood R, F. Burd 
P. F. Stevralia H. Y. Kinard 
J. P. Watts H. G. Thomas 
J. A. Young hi. C. Zug 


Ripley V. Winkle 
(Continued from page 13) 


high price and then had stored it un- 
derground. 

Mr. Winkle’s amazement at this 
state of affairs was beyond bounds. 
The idea of a citizen of a so-called 
free country being deprived of his 
property in such a high-handed man- 
ner, and of a sacred contract being 
voided by a court which pretended 
to administer justice!! As to the 
rest of the program, he could not 
find words to express his feelings. 

The shock of this revelation pros- 


trated Mr. Winkle and an ambulance 
was summoned; he was hurried to a 
hospital and put to bed. He realized 
that the world to which he had awak- 
ened was so different from that in 
which he had lived and worked that 
he was out of place in it. 

As he lay in the hospital, his mind 
turned to another world of which he 
had often read. Apparently gold was 
not highly treasured there, as he re- 
called that the streets of the city were 
paved with it. He remembered that 
the walls were built of precious 
stones and the gates of pearls. He 
was not much of a theologian, but 
he reasoned that possibly the descrip- 
tion of the city was intended to in- 
dicate to limited mortal intelligence 
that the rarest of earth’s treasures 
were of very minor value in that 
country in comparison with its riches. 
Evidently there would be no need for 
an S.E.C. there, for “there shall in 
no wise enter into it anything that 
defileth, neither whatsoever worketh 
abomination or maketh a lie.” 

He had always loved a river and 
there was to be one there, “clear as 
crystal.” And a garden. Would it 
not be interesting to see what a well- 
watered garden would be like when 
there would be no Japanese beetles, 
caterpillars nor bugs to despoil it. It 
would be a delightful place for one 
who was now tired and weak in which 
to find rest and new life. And as he 
mused, he fell asleep. 






































Cities 
New York: 


PHILADELPHIA 
CHICAGO 
Boston 
BALTIMORE 
WASHINGTON 
PITTSBURGH 
DETROIT 
CLEVELAND 
CINCINNATI 
LourIsvVILLE 
Satnt Louts 
ROCKFORD 
ATLANTA 
DALLAS 
Houston 
San FRANCISCO 
Los ANGELES 


SEATILE 
Lonpon, ENGLAND 


Lybrand, Ross Bros. & Montgomery 
Offices 


Addresses 
Downtown, 90 Broad Street 
Uptown, 1 East 44th Street 
Packard Building 
231 South LaSalle Street 
80 Federal Street 
First National Bank Building 
Investment Building 
Union Bank Building 
Book Building 
Midland Building 
Carew Tower 
Heyburn Building 
411 North Seventh Street 
321 West State Street 
Healey Building 
First National Bank Building 
Shell Building 
2 Pine Street 
510 South Spring Street 
Skinner Building 
3 St. James’s Square, S. W. 1 
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